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EDITORIAL DEPARTMENT NOTE 


All accountants will be interested in the real progress being made 
in improving the accounting and reporting methods of the Federal 
Government. Since August 13, 1940, when President Roosevelt issued 
Executive Order Number 8512 entitled “Regulations Pertaining to 
Budgetary Administration and Financial Reporting,” which provides 
for the establishment of unform accounting terminology, uniform 
classification of accounts, and uniform standards for the valuation 
of assets and the determination of liabilities, the several agencies of 
the Government concerned with budgets, accounting and reporting 
have been working and consulting on improved accounting methods. 
The interest of these government officials in receiving the advice and 
support of accountants outside the Federal Government is evidenced 
by the article in this issue of the Bulletin. Here is an opportunity 
to contribute to the improvement of accounting for the Federal Gov- 
ernment. We welcome your comments. 

Edward F. Bartelt, the author of this article, has been connected 
with the U. S. Treasury Department since 1917, ‘and is now Commis- 
sioner of Accounts Deposits. A native of Illinois, he received 
his early business training at the Gem City Business College, Quincy, 
Ill, the Brookes School of Accounting, Washington, D. Cs and Pace 
Institute, Washington, D. C. Mr. Bartelt has contributed several 
articles and addressed various accounting groups on the ne 
problems of the Federal Government. Readers of the Bulletin wi 
recall the article on “Control of Federal Expenditures,” which appeared 
in the issue of May 1, 1940. 





ai published in the Bulletin present many different viewpoints. 
In publi them the Association is not sponsoring the views ex- 
pressed, but is oe to provide for its members material which 
will be pad gee and stimula ting. Constructive comments are welcomed 
and will be published in the Forum Section of the Bulletin. 
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ForEWORD 


By Cart H. Cuatters, Executive Director, 
Municipal Finance Officers Association, Chicago, IIl. 


The accounting officers of the United States Government de- 
serve greater support from the private accounting profession. 
Means of doing this may be suggested by study of this Bulletin 
dealing with the central accounts of the Government. 

The publication is a discussion of Executive Order 8512 signed 
by President Roosevelt on August 13, 1940. The order calls for an 
integration of the financial data of the United States Government 
and its agencies, for a set of central records on a double-entry 
basis, and for the use of uniform terminology, classifications and 
accounting standards. The author of the pamphlet has as his chief 
interest the improvement of the accounting procedures of the 
United States Government. He is competent, thorough and ex- 
perienced. His plan should receive careful consideration of 
citizens and professional accountants alike. The accountants 
should express themselves through their accounting societies and 
the readers of this Bulletin particularly should send in their views 
to the National Association of Cost Accountants. 

An important question involved, for instance, is whether or not 
it seems feasible and worth while to prepare a balance sheet for 
the United States Government. Your opinions would be of some 
help on this question. 

Most officials in Washington, and certainly those in the United 
States Treasury Department, welcome the interest, criticism and 
outside help of organized professional groups. If Executive Order 
8512 is good, or if any other plan is more desirable, then it should 
have the support of all professional accounting associations both in 
its development and in obtaining the necessary appropriations to 
carry it into use. 

The accounting profession might be of direct help in_a continu- 
ing way by suggesting the formation of an advisory committee on 
federal accounting to consist of representatives of the Bureau of 
the Budget, the United States Treasury Department, the General 
Accounting Office, members of Congress, and representatives 
from the National Association of Cost Accountants, the Municipal 
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Finance Officers Association, and the American Institute of Ac- 
countants. This group could review existing practices and suggest 
new ones. The Bureau of the Census works closely with the 
American Statistical Association and has an advisory committee 
primarily from that group. The Bureau of Vital Statistics natur- 
ally is of great concern to the American Medical Association, and 
the Federal Bureau of Investigation works through the Interna- 
tional Association of Chiefs of Police. Why, then, should not the 
accounting profession take the same interest in the accounting 
procedures of the United States Government? 

Mr. Bartelt has made public his views through several papers, 
most of which were published in the volume entitled Accounting 
Procedures of the United States Government. He has invited and 

discussion and criticism. The present paper is a chal- 
lenge to those who feel that something should be done and who are 
willing to be of help. 
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PRINCIPLES INVOLVED IN A SYSTEM OF CENTRAL 
ACCOUNTS FOR THE UNITED STATES 
GOVERNMENT 


By Edward F. Bartelt, Commissioner of Accounts, 
U. S. Treasury Department, Washington, D. C. 


N AUGUST 13, 1940, the President of the United States 

issued an executive order entitled “Regulations pertaining to 
budgetary administration and financial reporting.” This order 
provides for the establishment of uniform accounting terminology, 
uniform classifications of revenues and expenditures and assets 
and liabilities, and uniform standards for the valuation of assets 
and the determination of liabilities. Section 3 of the order 
provides : 

“Section 3. The Secretary of the Treasury shall establish, as 
soon as practicable, and maintain such accounting records as are 
necessary to coordinate and integrate the financial data reported 
by agencies as required herein with the financial data of the Treas- 
ury Department and to provide a basis for the expeditious com- 
pilation and prompt submission of the financial reports required 
to be furnished to the Director of the Bureau of the Budget. These 
accounting records shall be operated, on the double-entry principle 
of bookkeeping, as a summary but complete system of central ac- 
counts for the entire Government ; and they shall be so established 
by the Secretary of the Treasury as to effect suitable coordination 
with the accounting systems prescribed by the Comptroller Gen- 
eral of the United States under authority of section 309 of the 
Budget and Accounting Act, 1921.” 


A System of Central Accounts 

Thus, for the first time, provision has been made for the bring- 
ing together in a completely coordinated system of central accounts 
the financial transactions and operations of all Federal agencies, 
including Governmental corporations. These accounts-are to re- 
flect not only the cash transactions of the Government but must 
contain all uncollected revenues and other amounts owed to the 
Government whether assessed, due or accrued, and also all bonded 
or other indebtedness of the Government, whether due or accrued, 
including all current liabilities. Furthermore, they must reflect, so 
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far as ascertainable, all contingent liabilities of the United States 
and its corporate and other instrumentalities. 

In order properly to understand the principles and purposes of 
the executive order of August 13, 1940, it is necessary to know 
something about the President’s responsibilities under the Budget 
and Accounting Act of 1921. This act imposed upon the Presi- 
dent the powers, functions and duties of managing head of the 
business organization of the Government. Specifically, among 
other things, it imposed upon the President two important respon- 
sibilities : 

Estimates of Appropriations 

First, he was made responsible, for the estimates of. appropria- 
tions for all Government agencies. Prior to that time, the Presi- 
dent had no authority to revise the amounts of money requested 
by the various departments of the Government. President Hard- 
ing, when inaugurating the budget and accounting system in 1921, 
made it clear to all operating officials of the Government that the 
estimates in the Budget are the President’s estimates and the only 
estimates which the various administrative agencies have a right 
to defend in appearing before Congressional committees. 


Reports of Financial Condition 

Secondly, the President is charged in the Budget and Account- 
ing Act with the responsibility of furnishing the Congress with 
complete information concerning the financial condition of the 
Government. The Act specifies certain types of information that 
the President is required to furnish concerning the condition of the 
Treasury, and adds “such other financial statements and data as in 
his opinion are necessary or desirable to make known in all prac- 
ticable detail the financial condition of the Government.” 

Special attention is invited to the use of the word “Government.” 
Congress did not say financial condition of the Treasury. It said 
financial condition of the Government, which includes all depart- 
ments and establishments. 

There has never been submitted to the Congress a complete 
financial statement—that is, a balance sheet containing all of the 
assets and all of the liabilities of the Government. It is interesting, 
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therefore, that the President of the United States, under authority 
of the Budget and Accounting Act, has taken steps to prescribe 
the standards upon which information shall be presented to him in 
order that he may properly pass upon the departmental estimates 
of appropriations and also to enable him to furnish the Congress 
with complete information concerning the financial condition of 
the Government. 

Before discussing the principles involved in a system of central 
accounts for the United States Government, I shall review briefly 
the purposes of the President’s order; its provisions ; some of the 
problems involved in carrying it into effect; and our approach to 
the problems. 


Purposes of the Order 


The principal purpose of the order is to provide more adequate 
information for financial administration. This information falls 
under two general heads. The first is with respect to the over-all 
financial operations and condition of the Government. These state- 
ments relate to the revenues and expenditures on the one hand, 
and the assets and liabilities on the other. They are of interest not 
only to the President and the Congress for financial administration 
and policy determination, but to the general public as well. 


Needs of Administrative Agencies 


The second group of statements is for current administration in 
running the daily business of the Government. They are needed by 
the admministrative agencies, the Treasury Department and the 
Bureau of the Budget. The administrative agencies need the in- 
formation in connection with the preparation of their estimates 
of appropriations; in justifying their estimates before the Bureau 
of the Budget and Committees of the Congress; in executing ex- 
penditure programs after the appropriations have been made; in 
controlling the appropriations so as to avoid deficiencies; and, 
finally, in answering inquiries of various kinds and descriptions. 


Needs of the Treasury Department 


The Treasury needs information for financing the work carried 
on by all of the Federal agencies. It needs information in deter- 
mining and maintaining its cash position. The Treasury also needs 
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information in connection with its revenue programs. In view of 
the effect of expenditures on revenue programs, the Treasury is 
interested at all times in information as to the purposes for which 
the Government’s money is being spent and where reductions 
might be made with the least harm to the public service. 


Needs of Bureau of the Budget 


The Bureau of the Budget, needs information currently in con- 
nection with its review of the departmental estimates of appropria- 
tions. It needs information in connection with the approval of 
expenditure programs after the appropriations have been made. 
Prior to the issuance of the Executive Order of June 10, 1933, the 
Bureau of the Budget did not have much to say about expenditure 
programs after the appropriations were made. At present, how- 
ever, it has jurisdiction over the apportionment of the depart- 
mental appropriations. That is, it approves the amount which may 
be obligated during each quarter of the fiscal year. Frequently, 
with the approval of the President, it sets aside certain sums of 
money in reserves for savings and contingencies. Finally, the 
Bureau of the Budget needs information in connection with cur- 
rent studies of Government organization and administrative man- 
agement. 


Provisions of the Order 


With reference to its provisions, the order requires the Treasury 
Department to compile financial reports to make known to the 
President in all practicable detail the financial condition and oper- 
ations of the Government and all its agencies, including corpora- 
tions. It also requires the Secretary of the Treasury to furnish 
the Director of the Bureau of the Budget with such financial state- 
ments as the Director may require. The Treasury, with the ap- 
proval of the Bureau of the Budget, is required to set up uniform 
accounting terminology, uniform classifications of revenues and 
expenditures and of assets and liabilities, and uniform standards 
for the valuation of assets and the determination of liabilities. 
Also, the Treasury Department is directed to set up a complete 
system of summary accounts, in accordance with the double-entry 
principle of bookkeeping, through which the financial transactions 
of all Federal agencies, including corporations, will be integrated. 
910 
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PRESENT SYSTEMS OF ACCOUNTS 


Under title 5, section 255, of the United States Code, the central 
accounts of the Government relating to receipts, appropriations 
and expenditures, are maintained upon the books of the Division 
of Bookkeeping and Warrants of the Treasury Department. These 
accounts, however, are based only upon warrants authorizing the 
setting up of appropriation accounts; the advance of money to i 
disbursing officers ; the payment of direct claim settlements of the 
General Accounting Office; and the covering of money into the 
Treasury. They do not reflect the current financial transactions of 
the Government. 


Types of Revenue Transactions 


A few illustrations will clarify this point. In the accounting for 
Government revenues there are involved at least four basic types 
of transactions. 

First, the assessment of taxes; 
Second, the collection of taxes ; 
Third, the deposit of the collections into a Federal reserve 


bank or designated depositary for account of the Treasurer 
of the United States; 


Finally, the formal acknowledgment of the deposit into the 
Treasury on a covering warrant. 


[pees are nr 


Of these four basic types of transactions only the last is reflected 
in the central accounts of the Treasury. 


ee 


Types of Expenditure Transactions 
The expenditure of money involves eight basic transactions. 
First, the setting up of the appropriations account ; 
Second, the apportionment of the appropriation according 
| to the periods in which the funds are to be obligated ; 
Third, the allotment of money to operating units or field 
agencies ; 
Fourth, the incurring of obligations of various kinds and 
descriptions ; 
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Fifth, the approval of vouchers for payment ; 
Sixth, the advance of funds for credit to checking accounts 
of disbursing officers ; 
Seventh, the drawing of checks by disbursing officers ; 
Finally, the payment of the checks by the Treasurer of the 
United States. 


Present Accounts 


Of all these transactions only two appear in the central accounts 
of the Treasury. One of these is the warrant setting up the appro- 
priation account, and the other is the warrant advancing funds to 
disbursing officers. 

A second and entirely different set of accounts is that main- 
tained in the office of the Treasurer of the United States. These 
accounts are based upon moneys received and disbursed by the 
Treasurer. They include accounts of Government depositories 
and checking accounts of disbursing officers. 

A third set or class of accounts is the accounts maintained in the 
various disbursing offices of the Government. These accounts are 
on a different basis from either set of accounts previously men- 
tioned. They are based primarily on advances of funds to disburs- 
ing officers through warrants of the Secretary of the Treasury, 
and upon checks issued in payment of Government obligations. 

Fourth and fifth sets of accounts are those of collectors of cus- 
toms and collectors of internal revenue. There are 48 collectors 
of customs and 64 collectors of internal revenue. Over 98 per 
cent of the Government’s revenue is received through these of- 
ficers. Their accounts are based principally on assessments, col- 
lections and Treasury deposits. 

A sixth set or class of accounts comprises the administrative 
appropriation and fund accounts of the several departments and 
establishments of the Government. These accounts are scattered 
throughout the departments, bureaus, offices and field services of 
the Government. They are based principally on Congressional 
appropriations, Budget apportionments, administrative allotments, 
contractual and other obligations and approved vouchers; and 
some cases include collections from miscellaneous sources. 
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ProBLEMS INVOLVED 


In considering the problems arising under Executive Order No. 
8512, it may be of interest to review some of the experiences of 
the past few years. 

Prior to 1933 the heads of the departments were authorized 
and required to allot their money at the beginning of the year so 
that they would not incur obligations in one part of the year to the 
extent that deficiencies would be incurred later in the year. In an 
executive order dated June 10, 1933, issued pursuant to authority 
in the Reorganization Act of 1933, the President filled a gap in 
the budget system by transferring that function from the heads of 
the various departments to the Director of the Bureau of the 
Budget. Under that order, the Director of the Bureau of the 
Budget now has the responsibility of apportioning the funds to 
the various Federal agencies according to the months, quarters or 
other periods during which the money may be obligated. 


Executive Order 6226 


On July 27, 1933, executive order No. 6226 was issued to pro- 
vide machinery for carrying into effect the order of June 10, 1933.2 
Under that order the various Federal agencies were required to 
make reports to the Treasury concerning their obligations incurred 
against the apportionments approved by the Bureau of the Budget. 

The procedure, however, had some shortcomings. In the first 
place, it did not provide for information below the appropriation 
level. Many appropriations are made in large sums of money and 
in order to get down to the meat of the appropriation itself it is 
necessary to go below the appropriation level to see for just what 
purpose the appropriation is being used. For example, the appro- 
priation for the Air Corps of the Army covers three major pur- 
poses—procurement of new aircraft, maintenance, and research 
and development. Below these major purposes are further sub- 
divisions. . 

The second shortcoming arose from the fact that no provision 
was made for its policing or administration. After the regulations 
were issued, the matter was left almost entirely to the various 





*The order of July 27, 1933, was superseded by a provision in Executive 
Order No. 8512. 
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agencies. No funds were provided for setting up a staff of em- 
ployees to see that the regulations were complied with uniformly. 
Consequently, there grew up a great lack of uniformity. 

In the Government’s operations, the Budget Director is fre- 
quently confronted with the need for knowing the amount of the 
unobligated balances of appropriations. In an emergency the 
President may want to know whether there are any appropriations 
that could be used and, if so, whether there are sufficient unobli- 
gated balances in the accounts with which to do the work. 


Uniform Terminology 


Although Treasury Circular 494, issued pursuant to Executive 
Order No. 6226, defined the term “obligations,” there was a lack 
of uniformity in its application by the agencies, so that the “un- 
obligated balance” of an appropriation, in one case, was basically 
something entirely different from what it was in other cases. This 
is mentioned in order to bring out the importance not only of uni- 
form terminology, but also in uniform application of the termi- 
nology. 

Also extensively employed in the Government is the term “en- 
cumbrance.” Here, again, is a lack of uniformity. The term “en- 
cumbrance” to one person means something entirely different from 
what it means to someone else. It is frequently used synonymously 
with “obligation.” In some cases encumbrances reported to the 
Treasury as obligations were nothing more than authorizations to 
incur obligations. The term “unencumbered balance” is also con- 
fused with the terms “unexpended balance” and “unobligated bal- 
ance.” ' 


In the studies being conducted under Executive Order 8512, a 
solution to that problem is being sought so that an unexpended 
balance of an appropriation can be broken into pieces to determine 
just what it comprehends. 


Types of Encumbrances 


The term “encumbrances” is a composite term consisting of two 
parts—obligations and administrative reservations. Some agen- 
cies at the beginning of the year encumber their appropriations for 
the full amount of their payrolls. It follows then that the un- 
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encumbered balance would be a much smaller figure than either 
the unobligated balance or the unexpended balance. It would be 
almost useless to the President if he were looking for unobligated 
money. Encumbrances are, of course, important to the adminis- 
trative agency in order that it will not overencumber or, using still 
another term, overcommit its appropriation, and thus run into a 
deficiency. 


Obligations can be broken down into several parts also. Obliga- 
tions for goods delivered or services performed are legal obliga- 
tions against the United States. Then there are obligations rep- 
resenting unperformed contracts and purchase orders. So it is 
advisable to know how much of an obligation has actually been 
converted into a legal liability and how much remains to be per- 
formed under the obligation. The importance of this distinction 
is apparent in cases of huge defense contracts, performance under 
which extend over a considerable period of time. In such cases 
it is necessary to know not only the obligation as these contracts 
are entered into, but it is also important to know the legal ability 
for deliveries under the contract. With respect to goods delivered, 
there is a further division as between payments and bills that are 
unpaid. The unpaid bills, of course, would find their way into 
the proprietary accounts, to which I shall refer a little later. Then, 
in connection with the unperformed contracts, there are two ele- 
ments. One relates to advance payments which are made to con- 
tractors under the defense program.” And then there is that part 
of the contract which remains unpaid. 

Summing up, there are several different terms which are used 
more or less interchangeably but which, under a uniform system 
of terminology, would constitute entirely different things. They 
are: encumbrances, commitments, obligations, liabilities, expendi- 
tures, and expended appropriations. a 

These few references are intended merely to illustrate the need 
for uniform terminology. 





* Advance payments, y, are bited by law, but under the de- 
fense program there is Ye yk carr By AB payments to con- 
ors. 
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APPROACH TO THE PROBLEMS 

In approaching the problems under Executive Order No. 8512, 
we recognized the fact that its execution is not the work of one 
person, or even of one organization. Its successful accomplish- 
ment depends upon the fullest cooperation of all Federal agencies. 
In recognition of this fact the Secretary of the Treasury, and the 
Director of the Bureau of the Budget, shortly after the issuance 
of the Order, addressed letters to the heads of the various depart- 
ments and the Comptroller General, calling attention to the pro- 
visions of the Order and requesting their cooperation in carrying 
it into effect. 

At the same time a series of luncheons was commenced for the 
purpose of bringing together the various Governmental officials 
concerned with the problems. At these luncheons, there have 
been brought together for the first time within my knowledge, rep- 
resentatives of the Bureau of the Budget, the Treasury Depart- 
ment, the General Accounting Office and the various Federal 


agencies. 


Departmental Surveys 
At these conferences a foundation was laid for future working 

relationships among the Bureau of the Budget, the General Ac- 
counting Office, Treasury Department, and the various adminis- 
trative agencies, and arrangements were made for studies to be 
undertaken of existing procedures in the various departments, 
establishments, bureaus and offices. These studies were conducted 
in pursuance of Section 4 of the executive order which, among 
other things, requires all agencies to furnish the Secretary of the 
Treasury with such information relative to their accounting prin- 
ciples and practices as the Secretary may require. The purposes 
of the studies were: 

(1) To determine the character of information now available 

in the various agencies; the bases upon which it is prepared; 

the periods covered; and how soon after the close of the ac- 

counting periods it is available. 

(2) To determine the extent of uniformity or lack of uni- 

formity of basic financial data now being produced. 

(3) To determine the practical problems involved in setting 

up a uniform system of financial reporting. 
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(4) To facilitate consideration of reporting requirements un- 
der the executive order. 

(5) To see that adequate recognition is given to the financial 
information now being regularly produced. 

(6) To see whether better use could be made of existing 
facilities through a better understanding of the processes 
through which the financial information is developed. 


As an aid in making these studies, a working outline was pre- 
pared for the guidance of those engaged on these studies. This 
working outline was designed to develop fairly comprehensive 
information concerning the sources of accounting data; the con- 
trol exercised over expenditures and receipts; the classifications 
made of expenditures and receipts; recoverable and nonrecover- 
able assets; and the character of financial reports produced. In 
these studies we have observed considerable variance in the bases 
as well as the methods of encumbering appropriations. Studies 
have been completed of existing accounting and reporting prac- 
tices of virtually all governmental agencies (i.¢., departments, 
establishments, commissions, boards, bureaus, divisions and of- 
fices). The results of these studies were analyzed and tabulated 
for an over-all picture. 


ProposEeD SYSTEM OF CENTRAL ACCOUNTS 


One of the principal purposes of Executive Order 8512, as has 
already been indicated, is to bring the results of the various sys- 
tems together through a central system of summary accounts. It 
seems desirable to emphasize and make very clear the fact that 
there is no intention to centralize detail accounting or to duplicate 
the accounting work of the several operating agencies. This system 
of central accounts refers to summary accounts, sometimes called 
control accounts. But the use of the term “control” is avoided be- 
cause of the unfavorable implication which it may carry to the 
operating agencies. It is not intended through this system of ac- 
counts to exercise central administrative control over the operating 
agencies. The purpose is merely to bring together, through the 
application of double-entry principles of bookkeeping, all ound 
of the Government’s financial transactions. 
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Entries Illustrated 


Chart 1 is designed to show the essential principles and pro 
forma entries involved in a plan for integrating the financial trans- 
actions of the various agencies. The chart shows, (1) organiza- 
tions, (2) types of transactions, and (3) accounts. Each trans- 
action is numbered to correspond with the related entries in the 
ledger accounts (Chart 2, page 922). These numerals will be 
helpful in following the double-entry process through the accounts. 

Special attention is called to the footnote appearing at the bottom 
of the chart in order to avoid the erroneous impression that this is 
intended to be a complete chart of accounts. It is intended only to 
show the basic principles. 


Explanation of Transactions 


Transaction No. 1 relates to appropriations. This is under the 
jurisdiction of the Congress. The Bureau of the Budget has jur- 
isdiction over the apportionments of appropriations (transaction 
No. 2), and as an incident to making of apportionments, sets up 
reserves for savings and contingencies (transaction No. 3). 


Transaction No. 4 shows that the “Heads of Bureaus” make 
“Allotments to the Operating Units.” Ordinarily, an accountant 
would feel that in order to maintain proper control over field ac- 
tivities it would be necessary for the administrative head to keep 
his allotments within the limits of the apportionments approved by 
the Bureau of the Budget. The system of accounts outlined in the 
chart carries out that idea, although that is not done in practice. 
As a rule the Budget apportionments are not carried in the ac- 
counts. The agencies receive monthly reports of obligations which 
are compared with the apportionments approved by the Budget 
Bureau. In that way they determine whether the obligations are 
exceeding or will exceed the apportionments. It appears that in 
most cases administrative agencies keep obligations within appor- 
tionments more through the reporting method than through the 
device of accounts. Basically, it would seem rather difficult to ex- 
plain why it is not as important to keep allotments to various field 
operating units within the apportionments as it is to keep appor- 
tionments within appropriations, or to keep obligations within 
allotments. 
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Operating Units 6 | Ob! igations*® {Un} i quidated) (Un! i quidated) 
r Expenditures 
: , 0b! igations IVII1 Notes Receivable and 
Operating Units 6 (Distribution) ® Accounts Receivable 6 bed Unvouchered ob! igations 
XIX Property 
‘ VI Obligations v. Approved 
Operating Units 7 | Approved Vouchers (Un! i quidated) iu (Unpaid) 
Operating Units | 7 | Approved Vouchers — III Vouchers Payable 
IVIIT Wotes Receivable (or 
i Notes (or Accounts ivabl 
Operating Units a Receivable (set ae sicastat e, (|ZI Revenues 
x¥t_ = (Cash (in nands of 
‘ , Miscellaneous cash IZII = Undistributed 
Operating Units 9 | Collections ~~ aes Collections 
Transfer of cash from ; 
‘ : XIII Disbursing officers IVI Cash (inhands of admin- 
Operating Units 10 peepee en Spe ad (Cash) poe eh ie ies) 
Collections distri = : 
ons distri- 
XXII Undistributed col- IVIII Notes Receivable (or 
Uperating Units | 11 | buted No-spprepriste lections (deferred Accounts Receivable) ¢ 
accounts credits) TIT Property Account 
. Advances to disbursi Disbursi ffi e . 
—— of Book- | 12 | officers’. checking mn ies checking sccounts TIIT Appropriations 
ngand Warrants |" | accounts (accountabi! ity) {unrequisitioned) 
Deposits with Government n 
Disbursing Officers |13 | Oepositaries for credit |7/7 Treasurer of the all ne 
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PRO FORMA ENTRIES 
































TT ” Wansecti 
- r, I ansaction = accounts 
ction 
fo. i i 
a Description Debit Credit 
Disbursing Officers | 14 | Checks issued III = Vouchers Payable IIIII Outstanding checks 
Disbursing Officers |14 | Checks issued Vil =Approved Vouchers ma Disbursing officers’ 
(Unpaid) checking accounts 

T11_ «Collectors of Customs 

Government Deposits acknowledged [37 Deposi tari i Bs aay 

Depos: taries 15 by deposi taries pa aaa ( ” 
IIIT Disbursing Officers 

(Cash) 
ies . Qeabosts. trem calle of ITIV Public debt (Bonded 
Deposi taries 16 | Publ sc debt obl igations | 7/7 Sian tens “icash etre ' 
Of smvestments es | ) XVII = \owestments 

Government my bli bonded 

Oeposi taries 17 | Publ 1 debt redempt ions tebbeemeeal 17 =‘ Treasurer U.S. (Cash) 

Government 

Deposi taries 17 | levestments IVIl =lnwestments rmv—=s Treasurer U.S. (Cash) 

Government Checks pard by Treas- 

Dapesitaries 18 | rer U.S. (Cash) III Outstanding checks 117 Treasurer U.S. (Cash) 





Collectors of 
customs and Tax ssments*® counts Recei Revenue Accoun 
—, ee 19 | Tax asse ts MI ac ts ivable® fai t 











Collectors of 
customs and 20 |Collect:ons 111 Collectors of Customs and|IY77 Undistributed 
internal revenve internal Revenue (Cash)? Co! lect ions 
Collectors of Depos: ts eth Govern 
customs and 21 |ment depos: tarres as rv =‘ Treasurer U.S. iv ~—s« epositaries 
interra! revenue reported by collectors” 70S. Caps Transit Account 
| 

Pai Revenue account (for 
@dtesten-o Or str: bution of col- stamp and other col- 
prin aK 22 |'ectrons to appropriate [II7/ Undistributed Jections which had not 
ree Ae ER revenue of non-revenue collections cleared through accounts 

account as case may be receivable account) 


IVIIT Accounts Receivable ° 




















NOTE: This Chart is designed to show the essential principles involved in « plan for 
integrating the financial transactions of the various agencies of the United States Government 
through a system of central summary eqcounts in the United States Treasury. These principles 

4 detwe 


ant. 
a 





include accrual accounting, distinction between revenues and non-revenue rf 
current expense and capita] outlay, and independent audit of accounts and 
In view of the limitations of space and also in the interest of simplicity, 
transactions have been omitted, but such omissions involve technical details rather 


wentel principles. 


financial statements. 
certain accounts end 
than funde- 
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Foornores To CHART 1 


*Entry would be reversed for release of reserves. 

*An “encumbrance” operates to administratively reserve so much of an 
appropriation as may be necessary to take care of “potential” obligations as 
services are rendered or liabilities accrue. For example, it is customary to 
“encumber” appropriations for salaries of per annum employees to the end 
of the fiscal year. The term “encumbrance” is to be distinguished from the 
term “obligations.” 

*An “obligation” operates to legally reserve so much of an appropriation 
as may be necessary to take care of accruing liabilities for salaries earned, 
services rendered, contracts entered into, etc. It is similar in principle to a 
cece’ One Se 5 SUR Stans cece 8S Se ay St ae ee 
that sufficient funds are reserved in the account to meet payrolls bills as 
they fall due and are presented for payment. 

“As it may not be practicable to secure distribution of “obligations” on a 
functional or objective basis, it may be necessary to debit account “Current 
Obligations” when crediting account “Unvouchered Obligations,” and make 
distribution later on basis of vouchers approved for payment debiting vari- 
ous accounts and crediting account “Current Obligations.” The basis upon 
which functional and objective distributions will be made, is subject to 
future determination. 

*To be supported by classifications with respect to (1) Cognetes ap- 
propriations; (2) functions, purposes, and types of work; (3) objects of 
expenditure; (4) states; etc. 

* Notes and Accounts Receivable would be separate accounts. 

"Separate accounts would be maintained for Collectors of Customs and 
Internal Revenue. 

*To be supported by classification as to source, agencies, states, ports of 
collections, etc. 

*Separate summary accounts would be maintained for Customs and In- 
ternal Revenue, respectively. 

* Abatements would be reversed. 

™See Transaction No. 15 for acknowledgment by Government depositary. 

* Settlement warrants would also be credited to this account, but in the 
interest of simplicity this transaction has been omitted. (See general note 
on page 920.) 

“This account does not include capital outlay for loans and investments. 
This account would be supported by functional and objective distributions 
of expenditures. 

“This item takes care only of such revenue which had not previously 
been set up on an accrual basis. 

*This account would be supported by subsidiary accounts showing de- 
posits in Federal reserve banks and other depositaries. 

























N. A. C. A. Bulletin March 1, 1942 






|= 





















































































This explanation will probably be sufficient to show the general pevit 
layout of the chart. The chart of accounts (Chart 2) appears be- de ~5 
low and on the following pages. 

Delence 
Cuant 2 ay 
CHART OF ACCOUNTS Od! igat 
i. APPROPRIAT? i 
=. 
pevit Credit 
*2. Apportionments (wonthly or Agpropriations made by Congress 
quarterly) approved by Bureav Congress(Contre VIII) 300,000, 00 ee 
of Gudget (Contre 11) 95,000, 000 bedit 
Reserves for Savings end Con- G@ete: Bntry for appropricticons 7. Mp 
ti ies approved by Bure repealed or carried te surplus by | 
of (Contre 111)* 3.000,000 fund would de reversed). 
telence 
Gel. nce haount 
Amount of appropriations which has rot bee 
mot been apportioned or yeserved by of vouc! 
Budget Bureau 2,000,000 
100.000, 000 100,000, 000 — 
it. APPORTIOMMENTS (UNALLOTTED 
Debit Credit bedit 
4. Allotaents “2 i gaits 2. pws oem —y~4 or u. bw 
as reported of bureaus quarterly) ssproved by Gucea 
(Contre I7) 70.000, 000 of Budget (Contre I) 95,000,000 
dmount 
Be lence (ote: Decrease of apportion- ich c 
Amount of apportioned funds available Gants ceils Se sepereel 
for allotment to operating units 25,000,000 
a os == 
95,000,000 95,000,000 
site RESERVES FOR SAYINGS AND CONT I8SENC IES debit 
debit! Credit & = 
gt 4- TS 
es 
Bureau of Gudget (Contre I) * 3,000,000 @ot 
to’s 
Belence (ote; Release of reserves 7 
deount reserved by Bureau of Budget would be reversed) 
for Savings and Contingencies 3,000,000 
3,000,000 3,000,000 
——— 
iv. ALLOTHENTS {JMEMCAROERED) 
Bedit Creait bedit 
5. Encumbrances. as reported 4. Milotaents te Coasting Units, 
by Operating Units? (Contre 7) 65,000. 000 3 reported by Heads of Bureaus 12. Adva 
(Contre II) 7, 000,000 = 
Bel ence ferr 
Amounts of Allotment i abl (Bete: Reduction of allotments 
for Genesbvennes a %,000,000 would be reversed) on 
70,000,000 70,000, 000 hs 
* These numerals refer to the transaction numbers in the chart and also the pro forma entries 
in Chart 1, pages 919-20. Footnotes, page 921. * 
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Obligations, as rted 
’ by Oeret’ ng Units (contre 71) 





ENCUMBRANCES (UNLIQUIDATED 
Credit : 
5. Encumbrances, as reported by 


60,000, 000 Operating Units? (eontre ™) 






































t yet become 
0b] igat ions 5,000,000 
65,000,000 65,000,000 
Vi. OBLIGATIONS (UNLIQUIDATED) 
Debit Credit 
7. Approved Vouchers, as reported 6. Obligations, as reported by 
by Operating Units (Contre FIZ) 50, 000,000 Operating Units’ (Contre 7) 60,000,000 
telence 
Amount of Obligations which have 
rot been | quidated by approval 
of aere 10,000 000 
60,000 000 60,000,000 
Vii. APPROVED VOUCHERS UNPAID) 
(1.e., Vouchers Payable) 
edit Credit 
lu. Checks issued as reported by 7. Approved Vouchers, as reported 
Disbursing Officers (Contra IT) 45,000, 000 by Operating Units (Contre 77) 50,000,000 
telence 
tmount of approved vouchers for 
which checks have not been issued 5,000,000 
“30, 000, 000 "W000, 000 
Vill, APPROPRIATIONS (UNREQUISITIONED}? 
wt Credit 
1. Appropriations made by 12. Advances to Disbyrsing Officers’ 
Congress Contre I) 100,000,000 Check'ng Accounts, as reported 
by D vis.on of Bookkeeping and 
@ete: Appropriations carried ae Gao 10.000, 188 
to‘eurplus fund vould be balance 
sraned Amount of Appropriated Funds avall- 
able for trans‘er to credit of Dis- 
bursing Off cers on basis of account- 
able warrants 30,000,000 
100,000 000 100,000,000 
ee DISBURSING OFFICERS* CHECKING ACCOUNTS (ACCOUNTABILITY) 
debit Credit 
 Gecking Account reporiad 14. Checks issued as reported by 
Disbursing Officers (Contra FIT) 45,000,000 


ng Accounts, 
wot Division of fookheep ag 
Warrants (Contre VIII) 


@ote: Reture of funds vould be 
reversed) 


70,000,000 | Selence 
Amount of funds ‘+4 to Dis- 
bursing Officers for issuance ¢ 
checks on the Treasurer of U. 

(l.e., Rehemens Officers’ yi-% 
book bal ances) 
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1. ExPEnDI Tunes” 


































































dedit Credit 
6. Distribution of Ob! igations, Mote: This account would be 
as reported Sy Operating credited with proper reductions 
Units® (Contre 7) 45,000,000 of expenditures 
lance 
Net accumulative expenditures 
(exclusive of capital outlay) 
during the year 45,000, 000 
45,000,000 45,000, 000 
Zi. REVENUES * 
Debit Credit 
Note: Abo .cments and other proper 6. Reverwe receivables, as 
reductions would be charged to reported by Operating 
this account. Units (Contre IVIII) 15,000,000 
11. Distribution of revewe 
bay ete vm A 
a 4,000,000 
19. Tax assessments, as re- 
ported by Collec of 
Customs and | 
enwe (Contre IVIII) 60,000,000 
22. Distribution of .revewe 
Ql lections, as reported 
by Collectors of Customs 
| and internal 
(Contra I711)** 30,000,000 
Balance 
Gamlative amount of Current 
Fiscal Year on an 
accrual basis 109, 000, 000 
109, 000,000 109, 000,000 
Hit. COLLECTORS OF CUSTOMS AMD INTERNAL REVENUE. (CASH) 
edit Credit 
2. Collections received, as 15. Oeposits acknowledged by 
reported by Collectors of depositaries, as reported 
Customs and Internal Rev- by depositaries 
enue (Contra ITII) 75,000,000 (Contra I7) 65,000,000 
» Belence 
Amount of cash on hand or in 
transit to Government deposi t- 
aries 10,000,000 
75,000,000 75,000,000 
Ziit. DISBURSING OFFICERS (CASH 
Bedit Credit 
1. Cash received from Adnin- 15. Osposits acknowledged by 
istrative Officers, as re- Gepositaries as reported 
Accountable Di s- by Government dapositaries 
bursing Officers (Contre IVI) 10,000,000 (Contra 17) 8,000, 000 
Mote: Ly t -~ would also be Peleace 
checks cashed to meet 
Amount of cash on hand or in 
Vocal cash aguante. transit to Government depos i- 
taries 2,000, 000 
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Jy, TREASURER OF THE UNITED STATES (CASH) ** 





























debit Cresit ° 
13. Deposits with Government de- 17. Public Debt redemption and 
itaries for credit in purchase of investments, as 
3 Account, as re- reported by Government de- 
ported by Accountable Dis- positaries 
bursing Officers (Contre 17) 9,000, 000 (Contra XT1¥) 200,000,000 
21. Osposits with Government de- (Contre XVII) 125,000 ,000 
a 7a? 1s. Supe eS er & 
uU. as 
Internal Revenwe (Contra IT) 70,000,000 ment deposi taries 
16. Receipts from Sale of Public (Contra- XXIII) 40,000,000 
Debt O01 igat i ons and invest- 
ments, as reported by Gov- 
ernment deposi taries 
(Contra IZIT) 500,000,000 | S#lance 
(Contre IVIT) 50,000,000 Amount of Cash on deposit (includ 
ing cash in transit to t 
me ty A te credit of Treas- 
re vrer of U. S. 264,000 ,000 
629,000 ,000 629,000,000 
a¥. DEPOSITARIES TRANSIT ACCOUNT (CASH) 
bedit Credit 
15. Oeposits acknowledged by 13. Oeposits with Government de- 
depositaries, as reported positaries for —_, % ~~ 
by Government deposi taries urer’s Account, ed by 
(Contre II) 5,000,000 Accountable Giateretag | Officers 
(Contre IIII) 8,000,000 (Contra XIV) 9,000,000 
21 + «Depos:ts with Government de- 
pos taries, as reported by 
Collectors of Customs and In- 
ternalRevenue (Contra IIV) 70,000, 000 
be ance 
fmount of cash transmitted to 
Government deposi taries “tas 
countable officers which 
fot been acknowledged by 
erment depositaries 6,000,000 
"79,000,000 79,000,000 
7¥i. CASH (1M HANDS OF ADMINISTRATIVE AGENCIES) 
bevit Credit 
%. Miscellaneous Cash Collections, 10. Cash received from Admin- 
as ~~ wy Operating Units istrative-Officers, as re- 
(Contra IF 12 000,000 ported by Accountable Dis- 
bursing Officers 
(Contra XIII) 10,000, 000 
Balance 
Amount of cash on hand or in 
transit to Accountable Dis- 
bursing Officers 2,000 ,000 
_AVit. AWWESTMENTS 
bevit Credit 
1). Purchase of investments for 16. Gecstete from sales of 
account of the U.S. as re- Investments, as reported 
ported by Je by Government Gueniterics 
positaries or Treasurer of 125,000,600 or Treasurer of U.S. 50,000, 000 
-S. (Contre x77) os (Contre XIV) 


Amount of investment Securities 
(Principal) held fof account of 
the U. S. 
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Avi/1. WOTES RECEIVABLE AND ACCOUNTS RECEIVaBLE® 
Dedit Credit 
6. Distribution of Od) igations, i. py tee of Collections, 
@s reported by Operating Units* rted by Operating 
(Contre XI) ; 10,000,000 Units "7 “(Contra III) 6, 000, 000 
8. Revenue receivables, as reported 22. Distribution of Collections, 
by Operating Units (Contre II) 15,000,000 @s reported by Collectors of 
19. Tax assessments, as reported by Internal Revenue (Contra IZII) 40,000,000 
Chasteve of Gustons and in- 
t Contre &. ° ’ i 
ernal Revenue ( re XI) 60,000,000 Be 
Amount of receivables which 
when collected wil! be ceposi ted 
to credit of the Treasurer of U.S. 38,000,000 
85,000,000 85,000,000 
Line RTY 
Debit Credit 
6. Distribution of Obligations, 11. Distribution of Collections, 
@s reported by Operating Units* as reported by Operation Units 
(Contre X21) 5,000,000 (Coatre XXII) 1,000,000 
; Ba hance 
: amount of property held for use or 
sale 4,000,000 
5,000,000 5,000,000 
: 
- 
iM. VAVOUCHERED O84 1GATIONS 
Dedit Credit 
Approved Youchers, as re- 6. Obligations, as reported 
ported by Operating Units by Operating Units* 
(Contre ITI) 50,000,000 (Contra I) 45,000,000 
(Contre IVIII) 10,000,000 
Balance (Contre TIT) 5,000,000 
{ Amount of Obligations for shich 
vouchers have not been approved 
’ for payrent 10,000,000 
60,000,000 © 000,000 
471. WOUCHERS PAYABLE 
Bedit Credit 
14. Grecks issued, as reported 7. Approved Vouchers, as re- 
by Disbursing Officers ported by Operating Units 
(Contre IZI11) 45,000,000 (Contre I) 50,000,000 
Balance 
Amount of unpaid Vouchered 
Od! igations 5,000,000 
50,000,000 0,000,000 














dedit 


22. 


RaroWrozranae oO 


balance 


drown 
transit 
distrib 


Amount 0! 
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1111.  UNDISTRIBUTED COL i 
Depit Credit ? 
11. Distribution of Revenue Collections, 9. Miscellaneous Cash Col- 
name as reported by Operating Units lections, as reported by 
(Contra II) 4,000,000 Operating Units 
(Contra XVIII) 6,000,000 Contre IVI) 12,000,000 
(Contre E1%) 1,000,000 | 29. Collections received, as 
22. Distribution of revenue Col lec- reported by Collectors of 
0,000 tions, as reported by Collectors of Customs and internal Revenve 
Customs and Internal Revenue (Contra X11) 75,000,000 R 
(Contra- XI; 30,000,000 ; ‘ 
0,000 (Contra XVIII) 40,000,000 ] 
lalance H 
dmount of Collections or hand, in , 
transit, or im bank subject to 
distribution 6,000,000 
0,000 EE Pee ———— 
— 67,000, 000 000, 
0.000 87,000,000 
——s 3 
ALi11, OUTSTANDING CHECKS 
dedit Credit : 
18. Checks paid by Treasurer of 14. Checks issued, as reported ; 
U. S. 98 reported by Govern- by Disbursing Officers 
ment depositaries (Contra XIV) 40,000 ,000 (Contre ITI) 45,000,000 
Balance 
0,000 Amount of checks issued against 
the Treasurer of U. S. which have 
mot been paid by deposi taries 5,000,000 
0,000 45,000,000 45,000,000 1 
0,000 
—— 
I11¥. PUBLIC DEBT (BONDED INDEBTEDNESS) 
bedit Credit 
—s 17. Public Oebt redemptions, as 16. Receipts from Sale of Public 
reported by Government de- Dedt Obi igations, as 
positarios (Contre ZIV) 200 ,000 , 000 by Government depositaries 
(Contre I1¥) 500,000,000 1 
0,000 lelance a 
0,000 Amount of Public Debt Ob! igations ; 
0,000 Outstanding , 300,000,000 
“ 
500, 000,000 300,000,000 
‘ 
0,000 = . , 
aaa The accounts of the Government may be subdivided into two 


general classifications with which all accountants are familiar (see 
Chart 3). The first classification embraces the so-called “nominal 
accounts”—that is, the accounts which exist in name only. They i] 
might be called “budgetary accounts” for our purpose. The second 
_ classification comprises the “real accounts,” sometimes called pro- 
prietary accounts. They comprehend the assets and liabilities. 


| 


— 


0,000 Nominal Accounts 

The nominal accounts fall into three general classifications, 
namely, (1) Administrative Appropriation Accounts, (2) Treas- 
927 
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Cuarr 3 
TRIAL BALANCE 


(See general footnote to Chart 1, page 920) 








Accounts Debit Credit 
NoMINAL ACCOUNTS 
Administrative (Appropriation) Accounts: 
I. Appropriations (Una i i cs $ 2,000,000 
. Apportionments (U: tted)...... 25,000,000 
III. Reserves for Savings and 
DD. casnseedesusabbestdeka¥s 3,000,000 
IV. Allotments (Comoe? Teheee 5,000,000 
V. Encumbrances ( uidated) .. 5,000, 
VI. Obligations (U: Ushiguidenea) ra. 10,000, 
VII. Approved Vouchers (Unpaid) 5,000,000 
Treasury (Appropriation) Accounts: 
va Appropriations (U itioned).. $ 30,000,000 
Beret lor Cinckine Ac- 
counts ay u®¥etees 25,000,000 
55,000,000 55,000,000 
Revenue and Expenditure Accounts: 
» RP ee 45,000,000 
Fb... ER, co.ccccsaphepicevoceeoeces 109,000,000 
ReaL Accounts 
Accountability (Asset) Accounts: 
XII. Collectors of Customs and Internal 
Revenue et ee oe 10,000,000 
XIII. Disbursing Cash)........ 2,000,000 
XIV. Treasurer of the United States 
GD cannnstckescolpsnussaiiiy 264,000,000 
XV. Depositaries Transit Account (Cash) 6,000,000 
Administrative (Asset) Accounts: 
| (i <icpbecnedhenanenechéoenehnes 2,000,000 
a ee Seen 75,000,000 
XVIII. Notes Receivable and Accounts Re- 
GD arkideiedictic dcné bee dbus 39,000,000 
ET 4,000,000 
Administrative (Liability) Accounts: 
XX. Unvouchered Obligations .......... 10,000,000 
XXI. Vouchers Payable ...............- 5,000,000 
XXII. Undistri Collections (Deferred 
DD act hiceansithns shabota 6,000,000 
Treasury (Liability) Accounts: 
XXIIL Outstanding Checks .............. 5,000,000 
“J Outstanding Checks ‘ ; 
$496,000,000 $496,000,000 
= ss >= 
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ury Appropriation Accounts, and (3) Revenue and Expenditure 
Accounts. 
There are seven Administrative Appropriation Accounts as 
follows : 
I. Appropriations (Unapportioned) 
II. Apportionments (Unallotted) 
III. Reserves for savings and contingencies 
IV. Allotments (Unencumbered) 
V. Encumbrances (Unliquidated) 
VI. Obligations (Unliquidated) 
VII. Approved vouchers (Unpaid) 


The Treasury Accounts consist of : 
VIII. Appropriations (Unrequisitioned) 
IX. Disbursing officers’ checking accounts 


The Revenue and Expenditure Accounts are: 
X. Expenditures 


XI. Revenues 


The revenue and expenditure accounts represent what might 
be termed the current operating budget, the difference between 
the revenues and the expenditures being what is ordinarily re- 
ferred to as the Government’s surplus or deficit. These revenue 
accounts would be supported by schedules showing the organiza- 
tions to which they relate, sources, states and ports of collection. 
The expenditure accounts would be supported by schedules show- 
ing organization units, character and object, functions or purposes 
and states. 


Real Accounts 


The real or proprietary accounts fall into two general classifica- 
tions—the “asset” accounts and the “liability” accounts. 

The asset accounts, in turn, fall into two classifications—“Ac- 
countability Accounts” and “Administrative Accounts.” 

The accountability accounts are the personal accounts of bonded 
officers of the Government who render money accounts to the 
Comptroller General of the United States for audit and settlement. 
They consist of the following : 
929 
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XII. Collectors of Customs (Cash) 
Collectors of Internal Revenue (Cash) 
XIII. Disbursing officers (Cash) 
(See also IX, supra) 
XIV. Treasurer of the United States (Cash) 


The Treasurer’s account includes money on deposit with banks 
as well as gold and silver coin and bullion at mints and assay 
offices. 

Account XV, entitled “Depositaries Transit Account (Cash)” 
is provided to take care of cash deposited by collectors or disburs- 
ing officers which have not been acknowledged by depositaries and 
credited in the Treasurer’s account. Entry No. 15, for instance, 
shows that the collecting officer is not given credit for deposit until 
the deposit is acknowledged by a depositary. Meanwhile, the money 
is carried in account No. XV, “Depositaries Transit Account.” 

The next group of asset accounts is what may be termed “Ad- 
ministrative Accounts.” The values represented in these accounts 
heretofore have not been reflected in the financial condition of the 
Government as stated in the Annual Budget. They consist of : 

XVI. Cash (undeposited) 
XVII. Investments 
XVIII. Notes Receivable 
Accounts Receivable 


XIX. Property 


The Liability Accounts also fall into two groups— “Administra- 
tive Accounts” and “Treasury Accounts.” The Administrative 
(Liability) accounts comprise : 

XX. Unvouchered Obligations 
XXI. Vouchers Payable 


There is also an account No. XXII, entitled “Undistributed Col- 
lections (Deferred Credits).” This is in the nature of a clearing 
or suspense account and is necessary because in many cases col- 
lections cannot be immediately allocated or applied to the revenue 
or non-revenue account to which they pertain. 
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The Treasury (Liability) accounts, according to the chart, con- 
sist of two items: 

XXIII. Outstanding checks 

XXIV. Public Debt (Bonded indebtedness) 


Two liability accounts not included in the chart (because of limi- 
tations of space) are uninvested cash held for account of trust 
funds and deposits maintained by governmental corporations with 
the Treasurer of the United States. 

In connection with these liability accounts, it is of interest to note 
that under Section 201 (g) of the Budget and Accounting Act, the 
President is required to report to the Congress “all essential facts 
regarding the bonded and other indebtedness of the Government.” 

In order to comply with this provision, it would appear to be 
necessary to report the indebtedness reflected in accounts XX to 
XXIII, inclusive, relating to unvouchered obligations, vouchers 
payable, outstanding checks, respectively, as well as account 
XXIV, relating to the bonded indebtedness commonly referred to 
as the public debt. 


Size of Accounting Problem 

Before proceeding to a discussion of the reports, it may be of 
interest to consider briefly the problem involved in connection with 
the setting up of a system of central accounts for the United States 
Government. There are approximately 175 departments, establish- 
ments, bureaus and offices —the so-called spending agencies such as 
the Bureau of Plant Industry, the Bureau of Animal Industry, the 
Forest Service, the National Park Service, and so forth. Those 
175 administrative agencies have about 1,500 field stations, exclu- 
sive of 44,000 post offices. There are 57 central accounting post 
offices. These central accounting post offices receive surplus re- 
ceipts from third- and fourth-class post offices and they, in turn, 
make an accounting to the Post Office Department at Washington. 
Under our financial system the Post Office Department operates 
more or less outside the regular Treasury procedure applicable to 


other departments. That is to say, the Treasury does not have on 


its books either their appropriations or revenue accounts. The 
postal surplus, if any, is covered into the Treasury and grants 
are made from the general Treasury to cover deficiencies in the 
postal revenues. 
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Disbursing Officers 


There are about 1,300 disbursing officers who issue checks and 
receive money from miscellaneous sources. The Treasury De- 
partment is responsible for making virtually all civil disbursements. 
It maintains appzuximately 22 disbursing offices throughout the 
country and i: the possessions. The Army, Navy, Post Office De- 
partment, Panama Canal, Engineer Corps, Legislative branch, and 
Judiciary make their own disbursements by check on the Treasurer 
of the United States. There are approximately 250 Army disburs- 
ing officers and about 380 Navy disbursing officers. Then there 
are a number of Governmental corporations which maintain check- 
ing accounts with the Treasurer. 


In the field of collection activity are 64 Collectors of Internal 
Revenue, with about 750 sub-stations. There are 48 Collectors of 
Customs and about 350 ports of entry. There are 12 Federal re- 
serve banks, with 23 branches ; eight mints and assay offices ; and, 
roughly, 400 general depositaries which have accounts with the 
Treasurer of the United States. These depositaries are exclusive 
of the depositaries holding deposits on account of public-debt sales. 


That will provide a general idea concerning the scope and size of 
the problem from a practical point of view. The factors which 
enter into the problem are the time element, which is very import- 
ant if we are to have useful reports ; and uniformity, not only as to 
classification ‘but also as to the substance. Substance is more im- 
portant than form. A dependable and useful accounting system 
cannot exist solely by virtue of forms and procedure. The accur- 
acy and usefulness of reports compiled under Executive Order No. 
8512 will depend on the substance of the accounts. Then, there is 
the question of the cost of doing the work. The cost is the usual 
objection raised to almost every effort to improve the accounting 
and reporting system of the Government. The Government is 
probably spending enough money on accounting to provide a good, 
coordinated system of accounts without materially increasing the 
over-all accounting cost. 


Finally, there is for consideration the use to be made of these 
reports. This point has been briefly covered earlier in this dis- 
cussion. 
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Now, as to methods. Behind the Master.General Ledger would 


be 


1. Accounts current, 
2. Registers of Fiscal Transactions, and 
3 General ledger journal vo-schers. 


Monthly Accounts Current would be prepared by the fiscal 
officers of the various operating units in accordance with pre- 
scribed classifications and standards. The totals in these accounts 
current would be recorded in appropriate Registers of Fiscal 
Transactions from which General Ledger Journal Vouchers would 
be prepared for entry in the Master General Ledger. 


Plan No. 1 


There are three alternate procedures that could be followed in 
carrying out the objectives of Executive Order No. 8512. One 
would be to establish in the various Federal reserve cities a Treas- 
ury Fiscal Office. 

A limited number of high-grade accountants would be stationed 
in the field to perform advisory, supervisory and inspection func- 
tions in connection with the application of the standards prescribed 
undeg Executive Order No. 8512. I do not mean “investigation,” 
or anything like that. These fiscal officers would not be “investi- 
gators” but would discuss problems with the various administra- 
tive agencies in a purely cooperative way. I am sure that the offi- 
cials in charge of field stations would welcome the opportunity to 
play a part in bringing about an over-all picture of financial con- 
dition of the Government if they should be approached in the 
proper manner. I believe they would agree that the American 
people are entitled to a complete over-all picture of the Govern- 
ment’s operations on a uniform basis which would take into ac- 
count their own operations. 


Accounts Current 


The Treasury would not maintain detail accounts, but would get 
its information on what might be called “accounts current.” Ac- 
counts current are now required for disbursing officers, who re- 
port the moneys advanced to them from the Treasury, or which 
otherwise come into their possession; the expenditures that they 
933 
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make; and the deposits that they make into the Treasury. These 
accounts current are certified by the disbursing officers in a formal 
manner. The law requires that monthly accounts be placed in the 
mails ten days after the close of the month. The administrative 
officer in Washington having jurisdiction over the appropriations 
is allowed twenty days for the purpose of making an administra- 
tive examination of the account before it is sent to the General 
Accounting Office for audit and settlement. 

Formal accounts current are also rendered monthly by collectors 
of customs, collectors of internal revenue, mints and assay offices, 
and the Treasurer of the United States. These accounts would 
provide a very good basis for central summary accounts. The 
problem is to bring all of the accounts together and to relate them 
in a way which will make possible the construction of a general 
financial statement. 

The above mentioned accounts, however, are essentially on a cash 
basis. They do not extend to the so-called administrative accounts 
of the various administrative agencies. No accounting is made 
by administrative officers. The accounting is made by the men who 
handle the cash—the disbursing officers, collectors of revenues, the 
mints, and the Treasurer. It is almost entirelv a cash proposition. 
In addition to the cash in the Treasurer’s account, the Government 
has many millions of dollars of cash in the hands of other officers, 
and many more millions in the form of uncollected taxes, notes 
and other receivables. If it is practicable for a disbursing officer 
or a collector of revenue to render a monthly account, it does not 
appear unreasonable to ask the superintendent of a national park 
or any other administrative officer of the Government to render 
an account in which he would report from his accounts the totals 
of the various financial transactions which he has handled. 


Types of Accounts Current 


The Administrative Accounts Current would be sub-divided 
into two parts. One would relate to the budgetary accounts. The 
budgetary accounts would comprise (a) appropriations, (b) rev- 
enues, and (c) expenditures. The Superintendent of the Grand 
Canyon National Park, for example, would report the allotments 
made to him by his superior officer at Washington. He would 
report the obligations incurred according to standards prescribed 
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under Executive Order No. 8512. He would report the amount of 
vouchers sent to the disbursing officer for payment. In that way 
there could be determined from original sources the condition of 
the various appropriation accounts. The monthly account current 
would be accompanied by classified collection and expenditure 
schedules. 

A separate account current would be provided for the real or 
proprietary accounts—the assets and liabilities. In this account 
there would be reported the amount of cash on hand, the accounts 
receivable on his books, notes receivable and so forth. Administra- 
tive officers would report the amount of cash received during the 
month, and the amount transferred to the accountable disbursing 
officer of his district.* 

The totals in these accounts current would be recorded in a 
series of Registers of Fiscal Transactions. Separate Registers 
would be provided for Collectors of Customs; Collectors of In- 
ternal Revenue; Treasury disbursing officers; Army disbursing 
officers; Navy disbursing officers; Administrative agencies ; Mints 
and assay offices; Federal Reserve Banks; and the Treasurer of 
the United States. These registers would be appropriately headed 
according to the various types of transactions handled by the re- 
spective agencies. They would be totaled monthly, and would form 
the basis for a uniform series of General Ledger Journal Vouch- 
ers. A Journal Voucher of a certain number, for instance, would 
carry the same class of transactions each month. Under this pro- 
cedure there would be assembled in convenient form all the finan- 
cial transactions of the Government during a given month. It 
would facilitate identification of classes of accounts and would be 
useful for future ready reference purposes. 


Plan No. 2 


The second alternate plan would not involve the maintenance of 
regional Treasury Fiscal offices. Instead, the accounts current 
would be forwarded directly to a central accounts office in the 
Treasury at Washington, where they would be posted to Registers 
of Fiscal Transactions. In that case the Treasury should have a 
skeleton staff in the field which would perform advisory, supervis- 





*The different types of transactions to be reported by various officers are 
shown in Chart 1, pages 919-20. 
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ory, and inspection functions to which I have already referred; 
but there would be no responsibility imposed upon the Treasury 
for keeping accounts in the field other than those maintained by 
its own accountable and administrative officers. 


Plan No. 3 


Alternate Plan No. 3 is just a little different from Plan No. 2. 
Incidentally, all three plans would rest upon the same basic ma- 
terial. The differences are more a matter of processing the ma- 
terial. Under the third plan the accounts current would first come 
to the appropriate administrative agency in Washington instead of 
coming directly to the Treasury. For instance, the accounts cur- 
rent of the several national parks would first come to the National 
Park Service in Washington. The National Park Service would 
examine them in relation to any information it might have in 
Washington and then it would transmit them to the Treasury. 


FINANCIAL STATEMENTS 


From the accounts there would be prepared four master state- 
ments: (1) Operating statement, (2) Statement of capital outlays 
and investments, (3) Balance sheet, and (4) Budgetary statement 
(see Chart 4). The operating statement would show the revenues 
and the expenses of the Government. Behind the master operating 
statement would probably be a subsidiary operating statement for 
each agency, the net results of which would come into the master 
operating statement. 


Capital Outlays and Investments 


Secondly, there would be compiled a statement of capital outlays 
and investments. Distinction would be made between current op- 
erating expenses of the Government and capital outlays. The 
Government’s accounts. would be placed as nearly as practicable 
on the basis of the principles followed in commercial accounting, 
giving due recognition, of course, to the difference between busi- 
ness and Government. Capital outlays in business are usually 
made because the business thinks that they will serve a profitable 
purpose. That is not necessarily true in Government. Some build- 
ings are put up for monumental purposes. The Government might 
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OPERATING STATEMENT 
2375 |veta ited so; Deta sted 
descr iption cent a: ~w Amount Oescr iption aA ant “| Amount 
Ho. Wo. | Schedule! 
Expend i tures r $45,000,000] Revenues u $109,000, 000 
By functions and purposes.| 4 By sources. ' 
ejects 5 By organization units 2 
By appropriations 6 By States and Regions 3 
fy States and Regions 7 
By organization unite. 8 
Surplus ,000,000 
108 ,000, 000 109, 000, 000 
BALANCE SHEET 
sen; detailed 337; detailed 
@eser i pt ion bees y Amount Deser ipt ion Mee = Amount 
to. | Schedule No. | Schedule 
1s CIABILITIES 
Current Current 
Cash Outstanding checks rrys7 5,000,000 
Collectors of Customa_| r7J 710,000,000 Vouchers re Fs 0 5,000,000 
Collectors of Interna! | x77 _— Unvouchered Obl igations__| rr 10,000,000 
Revenve..--..------- ITI 
Disbursing etewe.... rIII 2,000,000 f Fixed 
Treasurer, U. S...—-—j ZI¥ 264,000,000} Bonded Indebtedness___irryy 300 , 000,000 
Adninistrative ont mI 2/,000;.000 (Public Debt) 
278,000,000 
RESERVE 
6 Se in = ‘ Coferves credits 
Undi st ributed 
Total Cash e719 foe Bo Collections) ------------ mir 6,000,000 
Wotes Receivable__.......-. ruil } 
Accounts Receivable... *39,.000, 000 CAPITAL 
eivable mii E of ts 
Fixed over liabilities. 64 , 000,000 
! Il 75,000,000 
Property | x1x 4,000,000 
000, 000 390, 000, 000 
BUDGETARY STATEMENT 
oa; Detailed 3; Detailed 
Descr ipt ion Support-| amount Descr ipt ion . | Support=| amount 
cbent| ing . coont| ing 
no. [Schedule to, | Schedule 
LIABILITIES 
Appropriations 
Warequisit ioned) ——____| Frzr 30,000,000 [Unpaid vouchers__________| VJ 5,000,000 
Untiquidated od!igations.__| VI 10,000,000 
Disbursing officers’ 
Checking accounts______ IX 25,000,000 ENCUMBERED CAPITAL 
Un liquidated Encumberances—/ 7 = 5,000,000 
UNEMCUMBERED CAPITAL 
appropriations) 7 2,000,000 
Se tethen on pot lotend spares semeatt on u 25,000,000 
Hlotments__.__| IF 5,000, 
Reserves ——y + cavtens and 
cont ingenc les. tee 3,000, 000 
ts 85,000, 000 55,000,000 
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construct a building, the cost of which, merely to maintain (elimi- 
nating for the time being any questions with respect to the interest 
charge on the debt created) would be more than the amount previ- 
ously paid for rent. In such a case a question might arise as to 
whether the building is an asset of the Government or whether it is 
really a liability—at least as far as the Budget is concerned. There 
appear to be differences of opinion among accountants on the 
question. I would not want to get into a controversy now as to 
whether expenditures for public buildings should be capitalized. 

There is a distinction between outlays for self-liquidating enter- 
prises and enterprises which are not revenue-producing or self- 
liquidating. Where projects are completely self-liquidating, it 
would appear quite proper to take the items up in the balance sheet 
as assets and not write them off immediately as we would operating 
expenses. Projects which are not financed on a completely self- 
liquidating basis should be capitalized only on the basis of the 
amount which prospective revenue could amortize, with reasonable 
interest. 


Annual Appraisals 


The capital outlay statement should also include amounts dis- 
bursed for loans and capital stock investments in various corpora- 
tions. But I hasten to add that we should not stop with merely 
putting such assets in the balance sheet. Arrangements should be 
made for an annual appraisal of the loans as well as the stock of 
corporations held as investments. There is only one case where the 
law requires an annual appraisal of assets and liabilities. That is 
the Commodity Credit Corporation. Under the law, every year the 
Secretary of the Treasury is required to make an appraisal of the 
assets and the liabilities of the Commodity Credit Corporation. If 
there is an impairment of capital it is necessary to put that in the 
Budget and go to Congress for an appropriation to restore the 
capital impairment. Should that principle be followed by the 
Government with respect to all corporations and other recoverable 
assets, there would not be in one year’s deficit, investments for 
loans and capital stock, but there would be in that year’s budget, 
instead, the loss, if any, that the Government has sustained during 
that year because of those investments. Likewise, one year’s sur- 
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plus would not be increased or the deficit decreased through liqui- 
dation of assets charged against previous years’ budgets. 




















Balance Sheet 


The third statement would be the balance sheet. 
The balance sheet probably would be set up in five separate 
sections : 
I. General fund 
(a) Working capital account 
(b) Capital outlay and investment account 
II. Gold fund 
III. Silver fund 
IV. Corporate funds 
V. Trust funds 
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In the balance sheet there would be two general distinctions— 
first, between the funds in the Treasurer’s account and those not in 
the Treasurer’s account; secondly, between current and non-cur- 
rent items. The current accounts receivable, such as uncollected 
income taxes, would be those accounts which are payable during 
the current budget year. The non-current items would include the 
amount of taxes carried on the books as accounts receivable to 
be paid in the ensuing fiscal year. 


Comparison with Present Practice 


Under existing procedure the Government’s published financial 
statements reflect only the funds (coin, currency, bullion and bank 
deposits) in the Treasurer’s account. In the proposed balance 
sheet, there would be reported all the assets of the Government— 
cash, accounts receivable, notes receivable, investments and other 
items that customarily go into a balance sheet. The cash asset 
would consist not only of the cash in the Treasurer’s hands and 
in Government depositaries, as at present, but it would include un- 
e deposited cash in the hands of all administrative officers, collectors, 
J disbursing officers and other agents. 

t, Under existing procedure, when a disbursing officer cashes a 
g check to cover local cash disbursements, even though the money is 
_ not spent and is in his safe, it is reflected in the financial statements 
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as an expenditure. Under the plan outlined herein, the unexpended 
cash would not be reported as an expenditure but would be re- 
flected as an asset in the balance sheet. 

Another illustration is the case of a collector of internal revenue 
or a collector of customs. These officers are constantly collecting 
large sums of money. Under the present cash procedure, the 
money does not appear as revenue in the Budget or an asset of the 
Treasury until the money is deposited in the Treasury and cleared 
through the Treasurer’s accounts at Washington. Under the pro- 
posed plan, the collectors of internal revenue and the collectors 
of customs would report the amount of csah on hand that would 
be taken up in the balance sheet as part of the Government’s cash 
assets. 


Supporting Schedules 


Behind the items in the balance sheet, there would be provided 
a number of supporting statements—one supporting the cash in 
the Treasurer’s account, another the cash in the hands of internal 
revenue collectors, another for collectors of customs, another for 
disbursing officers, another for administrative officers, and so on. 
Each item in wc balance sheet would show the supporting schedule 
number so that it would be relatively simple to refer to the items 
making up the assets in the balance sheet. A similar procedure 
would be followed for accounts receivable, loans and investments 
in capital stock. Supporting the investments in the balance sheet 
would be a schedule showing the amount of stock held in each 
corporation—The Reconstruction Finance Corporation, Com- 
modity Credit Corporation, the Home Owners’ Loan Corporation, 
the Home Loan Banks, and so on. And supporting the investment 
schedules would be the balance sheet of the corporation itself. 

The balance sheet would also show the amounts due to and from 
other funds. For instance, the money held by the Treasury for 
account of trust funds or corporations, would be appropriately 
reflected in the balance sheet. 


Liabilities 
On the liability side of the balance sheet would be shown not 


only the public debt, which usually is the only thing referred to in 
connection with the Government’s indebtedness, but also the out- 
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standing checks of the Government. That is a demand liability 
against the Treasury, running into large sums of money. That 
information would be secured through the system of central ac- 
counts. The amount of checks issued would be received through 
the accounts submitted by disbursing officers, and the paid checks 
through the Treasurer, the reserve banks and Government de- 
positaries. 

Among the liabilities there would be included the unpaid vouch- 
ers on hand. They are also definite liabilities. Next would be re- 
ported the unvouchered invoices. Almost every large agency has 
on hand invoices which have not been vouchered. Next, there 
would be included the bonded indebtedness, usually referred to as 
the public debt. The commercial custom would be followed of 
placing against the public debt a footnote showing the amount of 
the contingent liability of the Government on account of guaran- 
teed obligations. 

Finally, the amounts owing to corporations and trust funds 
would be shown as liabilities. For instance, the various corpora- 
tions have on deposit with the Treasury working cash balances. 
They use the Treasury as their bank. I would show the amounts 
owing to the corporations in their checking accounts and I would 
also show the amounts of uninvested trust funds for which the 
Government is liable. 

Following the general operating statements and statements of 
financial condition there should be a series of special informational 
tables. In this way the citizens could secure almost any informa- 
tion they may desire concerning the financial operations of the 
Government. 
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